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These data suggest that the distribution of wealth in China
over the past 40 years has been biased to capital, inadequately
reflecting the roles of technology and labor as production
factors. In a sense, many enterprises are working for banks.
When “money brings money” is easier than “technology
brings money,” the development of high-tech industries is
inevitably inhibited. High housing price and high interest rate
represent the largest obstacles to the domestic circulation of
economy. The development of economy with domestic circulation as mastery requires a shift from “capital first” to
“people first.” To avoid the “middle-income trap,” a country
must vigorously develop high-tech enterprises that promote
employment and technological progress. Only in this way can
we avoid involution and improve domestic industrial chain
and per capita income.
The main contributors to domestic economy circulation
are micro- and small enterprises, especially those with innovation activities. Most of them are private enterprises, as
well as individual economy. Another important direction of
domestic reform is to fully motivate the private enterprises
and strive to form a national system in which state-owned and
private enterprises cooperate closely.
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“A new development pattern with domestic market as the
mainstay and dual circulation of domestic and foreign markets boosting each other” is a major decision made by the
Central Government of China in response to the changes in
international situations. Based on this decision, the paths of
technological innovation and industrial development in
China should be adjusted accordingly.
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1 Emphasizing domestic reform while insisting on opening-up

CN

By opening-up, China has reaped the dividends of globalization. Today, the anti-China forces in the US are taking
the lead in de-globalization and trying to contain China’s
development. We must adhere to opening-up as the strategy
of development, though the impetus for development will be
derived more from domestic reform, which requires further
reform in China. The initiation of reform and opening-up 40
years ago was a result of mind emancipation, and the current
deeper reform in China requires another great liberation of
the mind. Facing the new situations, we should carefully
examine and sublate the stereotypical and inertial thinking.
According to the China’s Choice: Capturing the Opportunity of $5 Trillion Productivity, a McKinsey report pub①
lished in 2016, the economic profit of financial industry
accounted for > 80% of the overall economic profit of China,
and this proportion in the US was about 20%; the average
profit rate was only 3.9% for the 95 Chinese enterprises listed
in the Fortune Global 500 while > 20% for nine commercial
banks. Seven of the top 10 most profitable Chinese enterprises in the Fortune Global 500 (2019) were in the financial
sector. The 108 Chinese non-financial enterprises on the list
had an average annual profit of 1.92 billion US dollars, which
was only one-third that of the listed non-financial enterprises
in the US.

2 Attaching importance to education and
training, and developing upstream, basic, and
toolchain industries

In the economic development with domestic circulation as
mastery, the upstream industry is a “short stave.” The US
government attempts to “strangle” China with upstream basic
products, and thus we must be determined to lengthen this
“short stave.” Integrated circuit and basic software form the
basis of digital economy, and China should incorporate the
production of 14–3 nm integrated circuit into the New Infrastructure Construction. The development of independent and
controllable electronic design automation (EDA) software,
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① The economic profit refers to after-tax operating profit minus capital cost.
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the competition for technical systems, and China lacks its
own systems of information industry. As a result, we have
long been “running behind.” We must face up to the fact that
China is behind the US in the manufacturing process and
design of electric devices. Therefore, we should make the
best of our advantages and avoid the shortcomings, and adopt
the strategy of compensating for the backwardness of electric
devices with advanced technical systems. Most successful
industrial ecosystems have evolved by the spontaneous
choice of countless enterprises and users in market competition, rather than been built by a single company according to
a predetermined design. The shift of focus from win-lose to
the development of an entire industrial ecosystem requires
considerable change of mindset. As Huawei proposed,
managing win-win cooperation is much more difficult than
dealing with loss–win competition, and this is a leap in the
understanding of this issue.
While being compatible with the international mainstream
ecosystem, efforts should be made to strengthen independent
innovation. In general, new industrial ecosystems are driven
by new applications. However, it is extremely expensive to
develop all the popular software from scratch and transplant
to a newly created ecosystem, and thus it is difficult to gain
support from the majority of software developers. Therefore,
a wise decision would be making existing applications
compatible with the mainstream ecosystem and seeking to
nurture a new ecosystem for new applications. For latecomers, compatibility with the international mainstream ecosystems is not the goal but a pragmatic choice that respects the
evolution and history of human civilization. Due to the risk of
decoupling and supply discontinuation of complying with
foreign mainstream ecosystems, domestic enterprises that
adopt a compatibility strategy must make tenfold effort to
strengthen independent innovation and prepare sufficient
“spare tires,” and to develop independent branches on the
basis of introduced intellectual property rights.
Cultivating an ecosystem of mainstream applications requires huge investment, costing more manpower and money
than building a production line. China should make overall
planning and take the cultivation of independent and controllable industrial ecosystems as the priority of information
industry. Starting from personnel training, intellectual property strategy, standard development, industrial chain connection, government procurement, and application
promotion, we will strive to achieve this goal within a
decade.

3 Striving to cultivate an autonomous and
controllable ecosystem and developing our own
technology systems

4 Maximizing the mainstay role of backbone
enterprises and building a community of enterprises with a shared future

The competition for information technology is essentially

Strong science and technology make strong enterprises,

CN

K

I

equipment such as mask aligner, and materials for integrated
circuit manufacturing should be treated as the “Two Bombs
and One Satellite” of the new era. Meanwhile, we should
organize tens of thousands of researchers to participate in
national major science and technology projects, and strive to
change this problematic situation within a decade.
We must have self-confidence in the development of basic
upstream industries. In March 2020, the Boston Consulting
Group in the United States launched How Restrictions to
Trade with China Could End US Leadership in Semiconductors. They estimated that in the case of technology decoupling the US semiconductor companies would lose 37%
of their revenues and the global share of U.S. semiconductor
companies would drop from 48% to approximately 30%. The
US would undoubtedly lose its global leadership in this industry. Instead, the global share of the Chinese semiconductor industry would grow from 3% to more than 30%,
displacing the US as the global leader. History has shown that
whatever other countries have achieved, no matter how
complicated they are, can be accomplished by Chinese researchers who rise to the challenges.
Basic research is the source and talent is the key for the
development of basic upstream industries. There are few
successful cases of leading basic research in China and few
scientists exploring the “uncharted area” of knowledge. In the
future, some talented scientists should be encouraged to do
curiosity-driven, novel, and original research. Unexpected
technical routes can be found through divergent basic research, which can be called “widespread sowing for unexpected harvest.” More researchers should be encouraged to
do goal-oriented research, to “crack hard nut,” and to provide
“Sunday punch” technologies for not only national defense
but also the backbone enterprises.
Toolchain is important makeup for the talent gap, and efforts should be made to build a toolchain and a public development platform, thereby reducing the talent threshold for
high-tech enterprises such as those in the integrated circuit
and artificial intelligence. Integrated circuit has been upgraded to a first-tier discipline. I recommend to accelerate the
optimization of the layout of relevant disciplines and resources in universities and research institutions, to strengthen
the construction of research-oriented universities and
strategy-oriented research institutions, and to preferentially
assign tens of thousands of master and doctor enrollment
quota of integrated circuit and related specialties to universities and institutions undertaking projects addressing the
“stranglehold” technologies.
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technology but also the deep-seated culture. There is also
fierce competition between foreign companies, while they
cooperate with each other before competition if necessary.
For example, the rise of Japan’s semiconductor industry in
the 1970s was the result of cooperation before competition of
peer enterprises. What China’s enterprises lack most is cooperation before competition, and it is the time to change the
traditional thinking that peers are enemies and to establish the
concept of enterprise community with a shared future. Only
in this way can the economy with domestic circulation as
mastery develop in a healthy manner. Emphasis should be
placed on the role of government in guiding the R&D cooperation of enterprises before competition. This requires
changing the current arrangement of national science and
technology projects, and, according to the principle of motivation and integration, guiding enterprises to conduct R&D
cooperation and to collaborate in the development of common key technologies before competition.
In 2016, General Secretary Xi Jinping pointed out at the
Symposium on Cybersecurity and Informatization that
“Concerning core technology research and development,
strong alliances provide better effects than fighting alone. We
must figure out a few methods in this area to thoroughly cast
away departmental interests and prejudice. With an attitude
of ‘rather being a chicken head than a phoenix tail’ and ‘being
happy with a tiny plot of land,’ it will be difficult to join
forces and therefore accomplish anything.” We must implement the instructions of General Secretary Xi Jinping, vigorously strengthen the alliance and cooperation among
enterprises, jointly cope with the suppression by anti-China
forces in the US, and realize the dream of building a strong
nation by strengthening enterprises.
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and strong enterprises make a strong country. In the past,
when we talked about the development of science and technology, the first thing that came to mind was universities and
research institutions. We often say that strong science and
technology make a strong country. In my opinion, the path to
a nation with advanced science and technology involves
strong enterprises. The foundation of a strong country is a
group of world-leading high-tech enterprises. For the formation of a new development pattern with domestic market
as the mainstay and dual circulation of domestic and foreign
markets boosting each other, it is necessary to vigorously
improve the efficiency of government funds in research and
optimize the funding structure. To increase the currently low
proportion of funds in R&D, more attention is needed on
backbone enterprises as the mainstay. The government
should support enterprises to become better and stronger
rather than bigger. China should learn from Germany and
advocate the development of strong and small/medium enterprises rather than encouraging companies to compete for
size.
To form an international community with shared future for
mankind, it is necessary to form a domestic community of
enterprises with a shared future. At present, however, China’s
science/technology and enterprise communities have not
made a joint effort to fight against the anti-China forces in the
US, and peer enterprises are still engaged in “infighting.”
Life-and-death competition has become a guideline for peer
enterprises, and few of them have imagined the possibility of
“symbiosis” and “win-win” and the establishment of a
community with a shared future. China has not cultivated
open source software with significant world impact, or developed an ecosystem of mainstream information industry,
which should be explained by not only the less-developed

(Translated by ZHAO B)
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